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3 The higher education market 
Summary
The Government has recently introduced changes to the regulation of higher education 
to address concerns that students were not always getting a good service.
The original aim of introducing a market into higher education was that student choice 
and competition between providers would improve quality and value for money. In 
reality the planned for competition did not emerge.
Most students are teenagers when they apply and are too often not getting the right 
advice and support they need. Decisions made in year 9 can have a serious impact on 
the choices young people are able to make when applying to universities and yet we 
were not convinced that the myriad of careers initiatives generated by Government are 
leading to demonstrably better advice for individual pupils.
Shorter degree courses and part-time courses have also not emerged. A number of 
Government policies are aimed at widening participation in higher education and this 
has to be a focus if the Government is serious about delivering its social mobility agenda. 
Experience shows that it cannot rely on the sector alone to deliver.
We spoke to the Office for Students at its inception and hope that it will set a clear 
marker that it really is acting in the interests of students from day one. It is still unclear 
how it will gauge the real concerns of students and ensure that institutions are delivering 
and sanctioned when they let students down.
It will be important to get right the change in the ease with which students are able 
to transfer institutions. This will not only be critical to the life chances of tens of 
thousands of young people, but also to creating the foundations for the UK to face the 
many challenges ahead.
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Introduction
Over 2 million people are students at higher education institutions in England, mostly 
at universities. The Department for Education (the Department) provides £9 billion of 
up-front funding each year for higher education in England in the form of grants and 
tuition fees, equivalent to £7,903 per student, up from £6 billion in 2007/08. Some 85% 
of up-front funding now directly follows student choice (up from 23% in 2007/08) via 
tuition fee loans, which the government increased from £3,000 per year to a maximum of 
£9,000 in 2012. The government also removed caps on the number of students institutions 
could accept from 2015/16 to allow popular providers to expand and more young people 
to access higher education.
The Department introduced further reforms to the higher education market through the 
Higher Education and Research Act 2017. The Department’s objectives for the reforms 
included introducing more competition and wider variety of options (for example, 
two-year accelerated degrees or online courses) into the higher education market. The 
Department also intended for the reforms to foster excellent teaching, ensure students 
could make informed choices, and increase access to higher education among students 
from disadvantaged backgrounds. The reforms included setting up a new market regulator, 
the Office for Students (OfS), whose remit is to support a competitive environment, 
promote choice, quality and value for money in the interests of students and the taxpayer.
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Conclusions and recommendations
1. The Department treats the higher education sector as a market, but it is not a 
market that is working in the interests of students or taxpayers. There is greater 
competition for students between higher education providers, but no evidence 
that this will improve the quality of the education they provide. Higher education 
providers have increased their marketing budgets in order to attract students rather 
than compete by charging different tuition fees. However, the amount of funding 
for higher education (primarily via tuition fees) has increased by 50% since 2007/08. 
It is therefore critical that the higher education market is delivering value for money, 
both for individual students and the taxpayer. The new sector regulator, the OfS, has 
a primary objective that students “receive value for money”. But neither the OfS nor 
the Department has articulated well enough what value for money means in higher 
education, or how they will seek to monitor and improve it.
Recommendation: The Department should write to the committee by October 
2018 to explain what it expects a successful higher education market to look like.
2. Young people are not being properly supported in making decisions on higher 
education, due in large part to insufficient and inconsistent careers advice. The 
substantial financial commitment required and wide variation in outcomes from 
higher education mean prospective students need high-quality advice and support 
to make decisions that are right for them. The complexity of the market and the 
volume of information available makes it difficult for prospective students, most 
of whom are teenagers, to assess the quality and suitability of higher education 
institutions, raising questions over whether student choice alone will drive up the 
quality of provision. A wide range of other factors influence students’ decisions, such 
as marketing by higher education providers, the reputation of institutions and their 
perceived prestige, a student’s family background, as well as the location and costs 
of travel and accommodation. High-quality, impartial careers advice is critically 
important, but the support available to students in schools is not good enough. The 
Department acknowledged that it needs to improve the quality of careers advice for 
young people. It told us that its Careers Strategy, published in December 2017, will 
have a “real impact” on young people’s lives and help students make choices which 
best fit their own aptitude, skills and preferences, but it is not clear how or whether 
the department will ensure high quality careers advice at school level. It is too early 
to judge its success, but action is needed quickly and the strategy should be robustly 
evaluated to ensure it is achieving its aims.
Recommendation: The Department should write to the Committee by October 
2018 with details of progress it has made with its careers strategy and the impact it 
is having. It should set up an evaluation framework to enable it to assess progress.
3. The Department does not have enough of a grip on actions to widen participation 
in higher education, and is over-reliant on the actions of some universities. The 
Department’s reforms are designed in part to ensure equal access to higher education, 
regardless of a student’s background. However, students from disadvantaged 
backgrounds are still far less likely to enter into higher education than those from 
more advantaged backgrounds. There have also been substantial drops in part-time 
and lifelong learning, which are critical to social mobility. The Department told us 
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that it has introduced a Social Mobility Action Plan to address inequalities across 
the education system, and one of the roles of the OfS will be to ensure best practice 
in reaching out to students from disadvantaged background is being applied across 
the higher education sector. However, we are concerned that the incentives in 
the higher education market do not sufficiently support widening participation. 
Outreach activities are primarily conducted by universities and while there are 
areas of good practice, some universities who find it easy to recruit students are 
not pulling their weight. The OfS told us that each higher education provider will 
set targets for widening participation and improving outcomes for disadvantaged 
groups, and it will oversee these Access and Participation Plans, which will be a 
condition of registration. But it remains to be seen whether the plans to improve 
performance will have an impact on the life chances for disadvantaged groups.
Recommendation: The Department should provide us with evidence of how 
it is widening participation and opening higher education to students from 
disadvantaged backgrounds. The Department should demonstrate how they will 
maintain pressure on providers to measure success.
4. Students have limited means of redress if they are unhappy with the quality of 
their course, even if they drop out. The relationship between students and higher 
education institutions has changed substantially since tuition fees were introduced, 
with a much greater emphasis on whether a course or institution offers value for 
money. An effective market requires empowered consumers who can switch provider 
if they are dissatisfied, but this is not the case in the higher education market. Across 
the sector, only 2% of students transfer provider each year, and students are more 
likely to drop-out altogether if they are dissatisfied with their course rather than 
switch provider. When students do switch providers or drop out, they are unlikely to 
get any of their fees back unless they can demonstrate that they were misled in some 
way. The OfS will require universities to demonstrate what arrangements they have 
in place for facilitating transfers, and it will have a responsibility to make sure there 
is better use of transfers where appropriate. However, given the relative weakness 
of students as consumers, it is vital that the OfS uses its full powers actively, and 
works effectively with other regulators, such as the Advertising Standards Authority 
and the Competition and Markets Authority, to ensure the market functions in the 
interests of students.
Recommendation: In developing the new regulatory framework, the Department 
and OfS must ensure students’ interests are protected. The OfS should include 
clear guidelines to enable students to shift courses or institutions more easily.
5. The new Office for Students has not yet articulated how it will support the varied 
and complex interests of students. It told us that, as the sector regulator, its role is 
to regulate universities and colleges “on behalf of students”. However, it is clear that 
these interests are varied, complex and often competing. The OfS told us that it has 
established a student panel, although it has chosen not to work with the National 
Union of Students, to inform how it makes decisions and to ensure that its definition 
of the student interest is defined by students themselves. It also told us that it plans 
to develop a student engagement strategy to clarify what the interests of students are 
so that it can feed these into its regulatory framework, which would include quality 
of teaching, feedback and graduate outcomes as key areas of focus. But until the 
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OfS has sufficient clarity over what it is trying to achieve in the interests of students, 
it will not be able to effectively monitor and evaluate the success of its regulatory 
approach.
Recommendation: The Office for Students should report back in six months to set 
out in detail how it will measure and report on its performance in regulating for 
students, and be clear about what its priorities are in protecting student interests.
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1 Choice and access in the higher 
education market
1. On the basis of a report by the Comptroller and Auditor General, we took evidence 
from the Department for Education (the Department) and the new higher education 
regulator the Office for Students on the functioning of the higher education market.1 
We also took evidence from the National Union of Students, University Alliance and the 
Oxford Centre for Higher Education Policy Studies.
2. Over 2 million people are students at higher education institutions in England, 
mostly at universities. The Department provides £9 billion of up-front funding each year 
for higher education in England in the form of grants and tuition fees, equivalent to £7,903 
per student, up from £6 billion in 2007/08. Some 85% of up-front funding now directly 
follows student choice (up from 23% in 2007/08) via tuition fee loans, which the government 
increased from £3,000 per year to a maximum of £9,000 in 2012. The government also 
removed caps on the number of students institutions could accept from 2015/16 to allow 
popular providers to expand and more young people to access higher education.2
3. In 2017, the Department introduced further reforms to the higher education market 
through the Higher Education and Research Act. The Department’s objectives for the 
reforms included introducing more competition and variety of options, for example 
two-year accelerated degrees or online courses, into the higher education market. The 
Department also intended for the reforms to foster excellent teaching, ensure students 
could make informed choices, and increase access to higher education among students 
from disadvantaged backgrounds. The reforms included setting up a new market regulator, 
the Office for Students (OfS), whose remit is to support a competitive environment, 
promote choice, quality and value for money in the interests of students and the taxpayer.3
Student Choice
4. Participation in higher education represents a significant financial commitment 
for students, with average student debt of £50,000 from a three-year course. On average 
graduates earn 42% more than non-graduates, although the earnings of individual 
graduates can vary widely by subject, provider and family background.4 A wide range of 
factors influence student’s higher education choices including the perceived prestige of 
institutions, location and family background and, for some, choices are constrained by 
cost (for example, travel and accommodation) and caring responsibilities.5
5. In light of these substantial costs and wide variation in outcomes, we asked witnesses 
whether prospective students are properly supported to make informed decisions about 
what and where to study. The NUS and University Alliance told us that universities have 
responded to an increasingly competitive market by investing more in marketing. The 
NUS told us that this has led to misleading information being given to prospective students 
1 Report by the Comptroller and Auditor General, The higher education market, Session 2017–19, HC 629, 8 
December 2017
2 C&AG’s Report, paras 1.1, 1.4
3 C&AG’s Report, para 1.10–1.11
4 C&AG’s Report, paras 2.6–2.7
5 Qq 4, 19
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in a number of cases and the Advertising Standards Authority has had to intervene as a 
result.6 University Alliance also told us that the diversity of the higher education market 
(for example, in terms of course content and learning styles) makes it very difficult for 
students to work out what would suit them best without face-to-face advice from an 
informed independent source.7 We also received written evidence from Professor Roger 
Brown, Professor Emeritus of Higher Education Policy and former Vice Chancellor of 
Southampton Solent University, who told us that providing good information to students 
to inform their choice was an “insuperable problem” in the higher education market. He 
told us that this was in part because it is impossible to ensure valid, reliable, comparable 
and tailored information. In the absence of this information, Professor Brown asserted 
that students use “institutional prestige” as a substitute which is mainly based on an 
institution’s age, resources and research performance.8
6. The Department accepted that it needed to improve the quality and reliability of 
information available to young people and ensure that 16 and 17-year-olds have access to 
much more information than they currently have in order to make an informed choice 
about their education. It told us that it is launching a new website in 2019 that will include 
information on what graduates have earned, searchable by course and provider. It has also 
introduced a new transparency duty as part of the new regulatory framework, whereby 
higher education providers will be required to provide information on admissions, 
completion rates and outcomes to prospective students, including how these may vary 
by gender, ethnicity and socio-economic background.9 The Department confirmed that 
this information will be made available on the new website.10 The Department also told 
us that the Teaching Excellence and Student Outcomes Framework (TEF) is intended to 
provide students with information on the teaching quality of institutions. In comparison, 
the NUS told us that it does not believe TEF accurately measures teaching quality and 
asserted that the Department’s plans to introduce subject-level TEF ratings from next 
academic year will further confuse students.11
7. Students can receive careers advice and support from a range of sources, including 
in schools. The NAO found that only 60% of 13- to 14-year-olds had access to an external 
careers advisor, and the support available does not always reach those who need it most.12 
The Department accepted that the level and quality of careers advice that students receive 
was “nothing like as consistent as it should be”.13 It told us that its new Careers Strategy is 
intended to address this and have a real impact on the lives of young people, with a full-
time dedicated Careers Leader established in every school.14 We asked what it was doing 
to support older entrants to higher education. The Department told us that careers advice 
is available through the National Careers Service, and the Careers & Enterprise Company 
is establishing career hubs to enhance career information in the most deprived parts of 
the country.15
6 Qq 1–2
7 Qq 4, 33
8 Professor Roger Brown (HEM0002) paras 5–11
9 Qq 45, 47, 78
10 Qq 47; Office for Students, Securing student success: Regulatory framework for higher education in England, 
2018.01, p124
11 Qq 1, 36–40
12 C&AG’s Report, para 2.14–2.15
13 Qq 46
14 Qq 45; Department for Education, Careers strategy: making the most of everyone’s skills and talents, 2017, 
p22–24
15 Qq 47–51
 The higher education market 10
Widening Participation
8. The Department’s reforms of the higher education sector are designed in part to 
ensure equal access to higher education, regardless of an individual’s background. The 
percentage of 18-year-olds entering higher education from the lowest participation areas 
of the country—those with low levels of higher education participation and strongly 
correlated with areas of social deprivation—has improved in recent years, but there 
remains a substantial gap with higher participation areas (26% compared to 59% from 
the highest participation areas). As most of this gap is explained by differences in how 
well students do at school, we questioned the Department on what action it is taking 
to reduce the inequality in school attainment between children from disadvantaged and 
more affluent backgrounds.16 The Department recognised the scale of this challenge and 
told us it was a “huge priority”. The Department told us that it had developed a Social 
Mobility Action Plan to address inequalities across the education system, which included 
specific measurable outcomes that it planned to track.17
9. Since 2011, the number of part-time students has fallen 55% by and the number 
of mature students has fallen by 39%. The number of students studying non-degree 
undergraduate qualifications has also fallen.18 In its written evidence, the Open University 
called the decline in part-time higher education “catastrophic” and described it as a 
symptom of a “broken market”.19 As lifelong learning is critical for social mobility, we 
asked the Department what it was doing to address these worrying trends. The Department 
acknowledged that these declines were in part an unintended consequence of the new 
tuition fee regime, but asserted that other factors had also contributed to the decline. It 
told us that addressing this issue is a key question for the review of post-18 education and 
funding that the government is currently carrying out and which will be concluded in 
early 2019. The Department told us that in the meantime it had introduced maintenance 
loans for part-time students from 2018–19 and was working to ensuring that there were 
attractive degree options for part-time students, such as accelerated degrees and online 
courses.20
10. Higher education providers have a responsibility to take action to widen participation 
and carry out the majority of outreach activities, funded from their tuition fee income. 
University Alliance told us that universities can do a lot to widen participation, including: 
building up relationships with schools and colleges; assessing applicants on their potential 
not just their grades; providing additional support; and putting in place measures to reduce 
isolation and foster a sense of belonging and participation.21 University Alliance and the 
NUS told us that not all universities are doing enough to support widening participation, 
and that some universities are doing more of the “heavy lifting” in relation to widening 
participation.22 Universities that are able to attract a lot of applicants because of their 
perceived prestige have less incentive to work hard to widen participation.23
16 Qq 63; C&AG’s Report, paras 2.16–2.18
17 Q 63–67; Department for Education, Unlocking talent, fulfilling potential: a plan for improving social mobility 
through education, Cm 9541, December 2017
18 C&AG’s Report, para 3.33
19 Open University (HEM0004) para 6–7
20 Qq 90, 124
21 Qq 16
22 Qq 17
23 University Alliance (HEM0006) para 4
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11. The Department acknowledged that good practice across the sector in relation to 
widening participation is not consistent, and that the OfS will have an important role 
in ensuring good practice is being applied across the sector. The OfS told us it will make 
Access and Participation Plans a condition of institutions registering to access public 
funding for higher education. These plans will specify targets for each provider to improve 
both access and outcomes for disadvantaged groups, and the OfS will monitor progress 
against these plans. It told us it will have a range of sanctions it can impose if a provider 
is failing to make progress, describing these as a “more nuanced range of responses” than 
were available under the previous regulatory regime. OfS will be able to impose fines if it 
felt it were necessary, but the level of these is still to be determined and is currently being 
consulted on.24
24 Qq 69–71
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2 Ensuring value for money in the 
higher education market
On Redress available to students
12. The relationship between students and higher education institutions has changed 
substantially since tuition fees were introduced, with a much greater emphasis on 
whether a course or institution offers value for money. Dennis Farington told us that the 
current higher education market has transformed the relationship between students and 
universities to one of “business-to-consumer”, and yet students have limited enforceable 
rights. He described this model as “retrogressive”, and argued that a standard contract 
should be put in place for students entering university, so that all students are placed on a 
level playing field and understand their rights.25
13. For a market to operate effectively, it needs empowered consumers who can switch 
provider if they are dissatisfied, but this is not currently the case in the higher education 
market. Across the sector, only 2% of students transfer provider each year, and students 
are more likely to drop-out altogether if they are dissatisfied with their course rather 
than switch.26 We asked the Department and the OfS what they were doing to facilitate 
switching, and how they plan to address the perverse incentive universities might have 
to limit student transfers so they do not lose tuition fee income. The OfS accepted that 
if students have made the wrong decision about their course or institution, then both it 
and the higher education provider have a responsibility to make it easier for students to 
transfer. It told us that one of its conditions of registration for higher education providers 
is to demonstrate what arrangements they have in place to allow students to transfer. 
As the new regulator, OfS will have a responsibility to make sure there is better use of 
transfers where appropriate.27
14. When students do switch providers or drop out, they are unlikely to get any of their 
fees back unless they can demonstrate that they were misled in some way. The OfS told us 
that if students had been misled in some way by their provider, they may be able to reclaim 
some of their fees, but if they were dissatisfied because they had made a bad choice, then it 
would be more difficult.28 While some students have to start their higher education again 
if they move institutions, many can move straight into the second year of their course, but 
this is not well understood or communicated.29
Value for money
15. Since 2012, the proportion of students who considered their courses value for money 
has dropped from over 50% to 32% in 2017. The Department’s reforms to the higher 
education sector, including the increase in tuition fees to £9,000 in 2012 and the lifting of 
the cap on student numbers from 2015/16, have led to an increase in funding within the 
sector. The Department provided £9 billion of up-front funding for undergraduate higher 
education teaching in England in 2015/16 (equivalent to £7,903 per student), up 50% from 
25 Qq 5, 18, 21
26 Q 74
27 Qq 75, 113
28 Qq 76
29 Q 77
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£6 billion in 2007/8. However, the NAO found that there has been no meaningful price 
competition in the sector to drive down prices for the benefit of the student and taxpayer. 
When it introduced £9,000 fees, government expected that price competition would drive 
fees to an average of £7,500. But in 2016, 87 of the top 90 universities charged the maximum 
£9,000 fee for all courses.30
16. In light of the lack of price competition and students’ declining perceptions of value 
for money, we asked both the Department and the OfS how they would ensure value for 
money in the higher education sector in future, both for students and the taxpayer. The 
Department told us that at the value of the sector to the taxpayer is based on increased 
economic productivity. It told us that a 10% increase in the number of students doing 
degrees leads to an increase in productivity of between 2% and 5%. From the student’s 
perspective, the value for the higher education sector is based on the fact that graduates on 
average receive higher wages than non-graduates. It also told us that degrees that may not 
lead to an economic return in the form of higher future earnings can offer a wide range 
of social returns and this is another component of value for money. The Department told 
us that the OfS will have a responsibility to ensure individual institutions are using their 
resources wisely; the TEF will assess the quality of individual courses; and improvements 
to the information available to students will enable them to weigh up the economic and 
social returns to a particular course so they can make an informed choice.31
17. As the new regulator for the higher education market, the OfS’ remit is to support a 
competitive environment, promote choice, quality and value in the interests of students 
and the taxpayer. The OfS told us that its role is to regulate the sector “on behalf of students” 
and in the interests of current and future students. It told us that it has commissioned 
research from a consortium of student unions to identify how students define “value 
for money”, to help it fulfil this obligation. It found that there is wide variation in how 
students think of value for money, and that going forward it would need to be responsive 
to the range of concerns students have.32 In its written evidence, Universities UK, the 
representative organisation for the UK’s universities, told us it is right to expect universities 
to demonstrate value for money in a wide range of contexts: for the taxpayer, students, 
employers, communities and regions. It also highlighted the complex range of factors that 
need to be considered in these assessments and told us that universities will need to work 
with the OfS in defining value for money.33
18. Given the challenge of regulating in the interests of a diverse group, we asked the 
OfS how it intends to do this. It told us that it has established a student panel to inform 
its decisions and to ensure that its definition of the student interest is defined by students 
themselves. It also plans to develop a student engagement strategy to help clarify what the 
student interest is, and then feed this into how it implements its regulatory framework. It 
acknowledged that it is a difficult task, but highlighted particular categories of concerns 
student have in relation to the quality of teaching, feedback and graduate outcomes as 
key areas of focus.34 It told us it has a range of measures it can take to regulate the sector 
in the interests of students including enhanced monitoring, fines and in extreme cases 
30 C&AG’s Report, paras 1.2, 3.3–3.5
31 Qq 121–122
32 Qq 128–130
33 Universities UK (HEM0003) paras 2, 14
34 Qq 126, 129–131
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de-registering providers.35 The OfS is also not the only regulatory body with oversight of 
the sector. For example, although it has a role to promote competition, it does not have 
enforcement powers, which are held by the Competition and Markets Authority.36 There 
is also the Advertising Standards Agency, which has taken action against universities for 
misleading advertising.37
35 Qq 132–134
36 C&AG’s Report, para 3.13
37 Qq 1–2
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Formal Minutes
Wednesday 6 June 2018
Members present:
Meg Hillier (in the Chair)
Sir Geoffrey Clifton-Brown
Chris Evans
Gillian Keegan
Shabana Mahmood
Anne Marie Morris
Draft Report (The higher education market), proposed by the Chair, brought up and read.
Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 18 read and agreed to.
Introduction agreed to.
Conclusions and recommendations agreed to.
Summary agreed to.
Resolved, That the Report be the Forty-fifth of the Committee to the House.
Ordered, That the Chair make the Report to the House.
Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134
[Adjourned till Monday 11 June at 3.30 pm
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Vice President (Higher Education), National Union of Students, and Dennis 
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Dandridge, Chief Executive, Office for Students Q35–78
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Jonathan Slater, Permanent Secretary, Dr Philippa Lloyd, Director General, 
Higher and Further Education, Department for Education and Nicola 
Dandridge, Chief Executive, Office for Students Q79–146
Published written evidence
The following written evidence was received and can be viewed on the inquiry publications 
page of the Committee’s website.
HEM numbers are generated by the evidence processing system and so may not be complete.
1 GuildHE (HEM0005)
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3 Professor Ali Eftekhari (HEM0001)
4 Professor Roger Brown (HEM0002)
5 Universities UK (HEM0003)
6 University Alliance (HEM0006)
Published correspondence
The following correspondence was received and can be viewed on the inquiry publications 
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1 Correspondence with the Department for Education dated 27 March 2018
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